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SUMMARY  OF  AUDIT  RECOMMENDATIONS 

This  listing  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the 
report  and  the  college's  reply. 

Pnqe 
Recommendation  #1 
EMC  use  the  contingent  revolving 
fund  in  compliance  with  state  policy.  3 

College's  Response:   Concur.   See  page  26. 


Recommendation  #2 

EMC  accrue  expenditures  in  accordance 

with  state  accounting  policy. 

College's  Response:   Concur.   See  page  26. 

Recommendation  #3 

EMC  retain  financial  aid  records  in 

accordance  with  federal  regulations. 

College's  Response:   Concur.   See  page  26. 


Recommendation  #4 

EMC  implement  procedures  to  ensure  the 
student  status  confirmation  report  requests 
the  enrollment  status  of  all  EMC  students  with 
guaranteed  student  loans. 

College's  Response:   Concur.   See  page  26. 


Recommendation  #5 

EMC  implement  procedures  to  ensure  GSL 
application  information  is  accurate  and 
in  accordance  with  federal  regulations. 

College's  Response:   Concur.   See  page  27. 

Recommendation  #6 

EMC  implement  procedures  to  ensure  compliance 

with  federal  grant  reporting  provisions. 

College's  Response:   Concur.   See  page  27. 


Recommendation  #7 

EMC  implement  procedures  to  ensure  that 

inventory  is  properly  valued. 

College's  Response:   Concur.   See  page  27. 


IV 


GENERAL 

We  performed  a  financial-compliance  audit  of  Eastern  Montana  College 
(EMC)  for  the  two  fiscal  years  ended  June  30,  1988.  The  objectives  of  our  audit 
were  to: 

1)  Determine  the  college's  compliance  with  applicable  state  and  federal 
laws  and  regulations. 

2)  Make  recommendations  for  improvement  in  the  management  and 
internal  controls  of  the  college. 

3)  Determine  if  the  financial  statements  of  the  college  present  fairly  its 
financial  position  at  June  30,  1988  and  results  of  its  operations  for  the 
two  fiscal  years  ended  June  30,  1988. 

4)  Determine  the  implementation  status  of  prior  audit  recommendations. 

This  report  contains  7  recommendations  which  address  areas  where 
compliance  with  laws  and  regulations,  management  and  internal  controls,  and 
financial  reporting  can  be  improved.  Other  areas  of  concern  deemed  not  to  have  a 
significant  effect  on  the  successful  operations  of  college  programs  are  not  specifically 
included  in  the  report,  but  have  been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and  disclosed  the 
costs,  if  significant,  of  implementing  recommendations  made  in  this  report. 

BACKGROUND 

Eastern  Montana  College  was  established  in  Billings  by  the  1927  Legislative 
Assembly.  It  was  initially  called  Eastern  Montana  Normal  School  at  Billings.  Its 
name  was  changed  in  1949  to  Eastern  Montana  College  of  Education,  and  in  1965  to 
Eastern  Montana  College.  The  college  offers  academic  programs  in  education,  liberal 
arts,  sciences,  business,  economics,  and  human  services.  Graduate  programs  through 
the  master's  level  offered  in  teacher  training,  special  eduction  and  rehabilitation  are 
unique  in  the  Montana  University  System. 

The  campus  is  comprised  of  approximately  90  acres  of  land  containing 
nineteen  buildings  providing  administrative  offices,  classrooms,  laboratories, 
auditoriums,  physical  education  facilities,  student  housing,  and  other  facilities. 

The  college  is  financed  by  state  appropriations,  university  mitlage,  student 
fees,  federal  financial  assistance,  private  gifts  and  grants,  land  grant  income  and 
auxiliary  enterprise  operations. 

During  the  audit  period  enrollment  was  approximately  3,800  students, 
excluding  summer  quarters.  A  schedule  of  enrollment  statistics  appears  on  page  24. 
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According  to  estimates  provided  by  the  Office  of  the  Commissioner  of  Higher 
Education,  the  college  had  approximately  446  full-time  equivalent  employees  (FTE) 
during  fiscal  year  1987-88.  The  number  of  FTE  by  classification  is  shown  in  the 
following  schedule. 

EASTERN  MONTANA  COLLEGE 

ESTIMATED  EMPLOYEE  FTE 

FISCAL  YEAR  1987-88 


Appropriated 

Nonappropriated 

Funds 

Funds 

Total 

Contract   Faculty 

168.68 

0 

168.68 

Contract   Professional 

& 

Administrative 

33.75 

9.52 

43.27 

Classified 

119.24 

64.33 

183.57 

Graduate   Teaching 

Assistant 

1.10 

0 

1.10 

Part-time   &  Other 

13.44 

35.65 

49.09 

Total 

336.21 

109.50 

445.71 

Compiled  by  the  Commissioner  of  Higher  Education 

PRIOR  AUDIT  RECOMMENDATIONS 

Our  last  financial-compliance  audit  of  Eastern  Montana  College  for  the  two 
fiscal  years  ended  June  30,  1986,  contained  eight  recommendations.  The  college 
concurred  with  all  of  the  recommendations.  We  determined  the  status  of  these 
recommendations  with  the  following  results: 


Partially 

Not 

Implemented 

Implemented 

Implemented 

Total 

4 

1 

3 

8 

The  recommendations  which  have  not  been  implemented  relate  to  recording 
accrued  audit  expenditures,  guaranteed  student  loan  reporting,  and  inventory 
valuation  as  discussed  on  pages  4,  5,  and  7,  respectively.  The  recommendation 
partially  implemented  concerns  the  contingent  revolving  fund  as  discussed  on  page  3. 


CONTINGENT  REVOLVING  FUND 

Section  17-2-201,  MCA,  allows  the  Department  of  Administration  to 
authorize  the  establishment  and  maintenance  of  contingent  revolving  funds  (CRF) 
for  specific  uses.  Montana  Operations  Manual  2-1910.30  states  that  "a  revolving  cash 


account  ...  is  used  to  make  disbursements  where  timing  needs  cannot  be  met  by  the 
state  warrant  system.  The  revolving  cash  account  is  to  be  used  for  purposes 
demanding  immediate  payment  .  .  .  Agencies  should  use  their  judgment  in  deciding 
whether  a  particular  transaction  qualifies  as  a  minor,  immediate  or  emergency 
payment.  Under  normal  circumstances,  transactions  input  to  SBAS  will  generate  a 
warrant  for  mailout  or  pick-up  the  next  afternoon."  This  policy  was  developed  to 
attempt  to  minimize  the  amount  of  cash  and  related  activity  in  nontreasury  accounts, 
while  maintaining  a  system  to  pay  for  items  on  an  emergency  or  immediate  needs 
basis.  If  the  moneys  are  in  a  treasury  account,  the  state  can  maximize  the  investment 
earnings  on  these  funds. 

EMC  administers  a  CRF  in  the  amount  of  $100,000.  During  fiscal  year 
1987-88,  EMC  issued  3,009  checks  for  approximately  $1.2  million  through  its  CRF. 
During  our  audit,  we  noted  EMC  used  its  CRF  for  purposes  not  requiring  immediate 
payment  or  not  specified  by  state  policy.   Some  examples  include: 

1.  Purchases  of  checks  returned  by  the  bank  for  nonsufficient  funds 
(NSF).  In  January  1988,  EMC  purchased  14  NSF  checks  totalling  over 
$3,000. 

2.  Payments  of  student  financial  aid  money  not  available  at  registration. 
In  January  1988,  EMC  issued  19  CRF  checks  for  a  total  of  over 
$37,000  in  student  financial  aid. 

3.  Disbursements  of  employee  travel  advances.  One  travel  advance  was 
requested  on  March  1,  1988  by  an  employee  who  needed  it  by 
March  8,  1988.  Some  travel  advances  were  only  of  an  emergency 
nature  because  EMC  does  not  require  employees  to  request  travel 
advances  far  enough  in  advance. 

EMC's  use  of  the  CRF  was  addressed  in  our  prior  audit  report.  We 
recommended  EMC  utilize  the  CRF  for  transactions  which  comply  with  state  policy 
and  maintain  required  records  for  the  CRF.  EMC  currently  maintains  all  required 
records  for  the  CRF  but  still  has  CRF  transactions  that  do  not  comply  with  state 
policy. 

RECOMMENDATION  #1 

We  recommend  EMC  use  the  contingent  revolving  fund  in  compliance  with 

state  policy. 


EXPENDITURE  ACCRUAL 

The  Montana  Legislature  establishes  appropriations  in  the  Current 
Unrestricted  Operating  Fund  for  each  unit  in  the  university  system.  House  Bill  2, 
Laws  of  1987,  established  audit  appropriations  for  the  1988-89  biennium.  The  audit 
appropriations  are  "continuing  appropriations"  that  begin  in  the  first  year  of  the 
biennium  and  continue  to  be  available  through  the  second  year  of  the  biennium.  In 
applying  the  full  accrual  basis  of  accounting,  audit  cost  expenditures  should  be 
recorded  in  the  accounting  period  in  which  the  audit  work  is  performed. 

At  fiscal  year-end  1987-88,  the  college  improperly  accrued  the  unspent 
balance  of  the  audit  appropriation.  EMC  personnel  were  unaware  of  the  budget  and 
accounting  requirements  for  continuing  appropriations.  The  expenditure  accrual 
was  used  to  pay  for  audit  work  performed  in  fiscal  year  1988-89.  As  a  result  of  the 
accrual,  fiscal  year  1987-88  expenditures  are  overstated  by  $41,566  in  the  Current 
Unrestricted  Fund.  Improper  accrual  of  an  audit  appropriation  was  also  an  issue 
addressed  in  a  prior  audit  recommendation  with  which  EMC  concurred. 

RECOMMENDATION  #2 

We  recommend  EMC  accrue  expenditures  in  accordance  with  state  accounting 

policy. 


FEDERAL  COMPLIANCE 

The  following  sections  discuss  instances  noted  where  EMC  was  not  in 
compliance  with  federal  regulations. 


Federal  Record  Retention 

During  our  testing  of  the  Guaranteed  Student  Loan  Program  (GSL)  (CFDA 
#84.032),  we  noted  that  EMC  did  not  retain  its  Student  Status  Confirmation  Reports 
for  any  period  prior  to  fall  quarter  1987.  Student  Status  Confirmation  Reports 
indicate  the  enrollment  status  of  students  with  GSL's.  When  a  student  has  graduated, 
withdrawn  or  ceased  to  be  enrolled  at  least  half-time,  the  student  must  begin 
repayment  of  a  GSL.  Federal  regulations  (34  CFR  682.612)  require  that  a  "school 
shall  also  keep,  for  five  years  after  their  completion,  copies  of  reports  and  other 
forms  utilized  by  the  school  related  to  GSL's."  EMC  officials  were  not  aware  of  the 
requirement  to  keep  these  reports  for  a  period  of  five  years. 


RECOMMENDATION  #3 

We  recommend  EMC  retain  financial  aid  records  in  accordance  with  federal 

regulations. 

Guaranteed  Student  Loan  Reporting 

Federal  regulations  (34  CFR  682.612)  require  schools  participating  in  the 
Guaranteed  Student  Loan  Program  (CFDA  #84.032)  to  report  changes  in  participating 
students'  enrollment  status  to  either  the  central  service  center  on  a  Student  Status 
Confirmation  Report  (SSCR)  or  directly  to  the  lending  institution.  EMC  uses  both 
of  these  methods  to  notify  lending  institutions.  Federal  regulations  require  changes 
in  a  student's  enrollment  status  to  be  reported  to  the  lender  within  sixty  days. 

During  our  audit,  we  noted  that  in  five  out  of  the  ten  items  tested,  the  college 
did  not  notify  lenders  within  sixty  days  of  when  GSL  recipients  withdrew,  graduated, 
or  ceased  to  be  enrolled  at  least  half-time.  Notification  of  lenders  was  not  timely 
because  EMC  does  not  ensure  the  SSCR  information  being  requested  by  the  central 
service  center  is  complete.  Of  the  five  exceptions,  two  students  failed  to  register  for 
classes  after  fall  quarter  1987,  one  student  failed  to  register  for  classes  after  winter 
quarter  1988,  and  the  other  two  students  failed  to  register  for  classes  after  spring 
quarter  1988.  The  students'  names  did  not  appear  on  the  SSCR  immediately 
following  the  quarter  they  ceased  to  be  enrolled,  but  appeared  on  an  SSCR  subsequent 
to  that.  Since  EMC  is  ultimately  responsible  for  notifying  lending  institutions,  it 
should  implement  procedures  to  ensure  the  SSCR  listing  provided  by  the  central 
service  center  is  complete  and  requests  the  status  of  all  EMC  students  with  guaranteed 
student  loans.  Timely  notification  of  lenders  was  also  addressed  in  our  previous  audit 
report.   EMC  concurred  with  our  prior  recommendation. 

RECOMMENDATION  #4 

We  recommend  EMC  implement  procedures  to  ensure  the  Student  Status 
Confirmation  Report  requests  the  enrollment  status  of  all  EMC  students  with 
guaranteed  student  loans. 

Guaranteed  Student  Loan  Applications 

For  the  Guaranteed  Student  Loan  Program  (CFDA  #84.032),  federal 
regulations  (34  CFR  682.605)  require  a  school  to  "accurately  and  completely  fill  out 
its  portion  of  a  student's  loan  application."    The  information  requested  from  the 


school  includes  the  student's  eligibility  for  the  loan  and  estimated  cost  of  attendance 
for  the  period  for  which  the  loan  is  sought.  Cost  of  attendance  is  equal  to  the  sum 
of  fees,  room  and  board,  books,  and  miscellaneous  expenses  for  an  academic  year. 
The  fees  are  estimated  based  on  the  student's  residency  status. 

In  our  testing  of  21  GSL  applications,  we  noted  three  instances  where  EMC 
entered  the  wrong  cost  of  attendance  on  the  GSL  application.  In  one  instance,  EMC 
used  a  higher  non-resident  cost  of  attendance  when  the  resident  cost  of  attendance 
amount  should  have  been  used.  In  the  other  two  cases,  EMC  entered  the  cost  of  full- 
time  attendance  rather  than  half-time  cost  of  attendance.  The  college  does  not  have 
procedures  to  detect  errors  of  this  type.  All  three  errors  overstated  the  students'  cost 
of  attendance  and  did  not  comply  with  federal  regulations. 

The  errors  did  not  result  in  overawards  since  in  fiscal  year  1986-87,  GSL's 
were  not  based  on  financial  need.  In  the  future,  these  errors  could  result  in 
overawards  since  GSL's  are  currently  based  on  financial  need. 

RECOMMENDATION  #5 

We   recommend   EMC   implement   procedures   to   ensure   GSL   application 

information  is  accurate  and  in  accordance  with  federal  regulations. 

Grant  Report  Submission 

EMC  received  and  expended  $4,620,954  and  $4,639,597  in  federal  assistance 
during  fiscal  years  1986-87  and  1987-88,  respectively.  Most  of  the  college's  federal 
grants  require  financial  and/or  performance  type  reports  and  specify  report 
submission  requirements. 

We  tested  EMC's  compliance  with  federal  grant  reporting  requirements  and 
noted  problems  related  to  timely  report  submission.  One  out  of  four  financial  status 
reports  and  two  out  of  five  performance  reports  were  not  submitted  in  accordance 
with  the  grant  provisions.   The  three  late  reports  were  as  follows: 

Due  Date  #   Days 

Grant   Name                                CFDA  #            Date  Submitted  Late 

Personnel   Preparation     84.029         9/30/87  4/19/88  202 

Air  Force-Bentley              85.013         3/31/88  9/30/88  183 

Upward  Bound                         84.047         12/1/86  12/17/86                  16 

According  to  EMC  personnel,  the  three  reports  were  late  due  to  employee 
oversights  and  insufficient  time  to  complete  the  report.   EMC  should  review  federal 


grant  provisions  and  monitor  the  status  of  the  federal  grants  to  ensure  the  college  is 
in  compliance  with  federal  reporting  requirements. 

RECOMMENDATION  #6 

We  recommend  EMC  implement  procedures  to  ensure  compliance  with  federal 

grant  reporting  provisions. 


PHYSICAL  PLANT  INVENTORY 

In  our  two  previous  audit  reports,  we  addressed  EMC's  valuation  of  inventory. 
We  noted  that  unit  cost  amounts  for  recently  received  items  are  not  always  updated 
when  an  invoice  is  received  from  a  vendor.  EMC  concurred  with  each  of  our  two 
prior  audit  report  recommendations  related  to  inventory  valuation.  During  our 
inquiry  regarding  the  status  of  prior  audit  recommendations,  an  EMC  official  stated 
that  no  procedures  have  been  implemented  to  ensure  that  unit  costs  are  properly 
updated.  Physical  plant  personnel  have  only  been  instructed  to  watch  for  large  price 
variances.  Unit  cost  amounts  should  be  reviewed  to  ensure  they  include  current 
invoice  costs. 

RECOMMENDATION  #7 

We  recommend   EMC   implement  procedures   to  ensure   that   inventory   is 

properly  valued. 


INDEPENDENT  AUDITOR'S  REPORT 
AND  AGENCY  FINANCIAL  STATEMENTS 


SUMMARY  OF  INDEPENDENT  AUDITOR'S  REPORT 

The  Independent  Auditor's  Report  issued  on  Eastern  Montana  College  is 
intended  to  convey  to  the  reader  of  the  financial  statements  the  degree  of  reliance 
which  can  be  placed  on  the  amounts  presented.  The  reader  may  rely  on  the  fairness 
of  the  amounts  presented  in  the  statements  shown  on  pages  10  through  23,  when 
analyzing  the  college's  operations. 


STATE  OF  MONTANA 


Qiiitz  xti  ijfce  Qtip&lntibt  ^uititxxt 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


We  have  audited  the  accompanying  financial  statements  of  Eastern  Montana  College  for  each 
of  the  two  fiscal  years  ended  June  30,  1987  and  1988  as  shown  on  pages  10  through  23.  The 
information  contained  in  these  statements  is  the  responsibility  of  the  college's  management.  Our 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management,  as 
well  as  evaluating  the  overall  financial  statement  presentation.  We  believe  that  our  audit  provides 
a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  Balance  Sheet  as  of  June  30,  1988  and  the  Statement  of  Changes  in  Fund 
Balances  and  Statement  of  Current  Fund  Revenues,  Expenditures,  and  Other  Changes  for  each  fiscal 
year  ended  June  30,  1987  and  1988,  present  fairly,  in  all  material  respects,  the  financial  position  of 
Eastern  Montana  College  as  of  June  30,  1988,  and  the  results  of  operations  and  changes  in  fund 
balances  for  each  of  the  two  fiscal  years  ended  June  30,  1987  and  1988,  in  conformity  with  generally 
accepted  accounting  principles. 

Our  examination  was  made  for  the  purpose  of  forming  an  opinion  on  the  basic  financial 
statements  taken  as  a  whole.  The  accompanying  Schedule  of  Enrollment  Statistics  For  The  Two 
Years  Ending  June  30,  1987  and  1988,  prepared  in  accordance  with  the  Registrar's  Manual  for 
Reporting  Enrollment  Data  reporting  requirements,  is  presented  as  supplemental  information  and  is 
not  a  required  part  of  the  basic  financial  statements.  This  information  has  been  subjected  to  the 
auditing  procedures  applied  in  our  examination  of  the  basic  financial  statements.  In  our  opinion, 
the  information  is  fairly  stated  in  all  material  respects  in  relation  to  the  basic  financial  statements 
taken  as  a  whole. 


Respectfully  submitted, 

JaWs  Gillett,  CPA 
Deputy  Legislative  Auditor 


March  9,  1989 


EASTERN  MONTANA  COLLEGE 
BALANCE  SHEET 
JUNE  30,  19BB 


ASSETS 


CURRENT  FUNDS: 


Unrestricted: 
Cash 

Investments  (Note  2) 

Due  from  Cash  Accounts  for  FYE  Adjustments 
Accounts  Receivable  less  Allowance  for 

Doubtful  Collections  of  339 ,171 
Inventories  (Note  3) 
Prepaid  Expenses 


Total  Unrestricted 

Restricted: 
Cash 

Due  froi  Federal  Goverment 
Due  froi  State  Goverment 
Investments 
Accounts  Receivable 
Due  froi  Cash  Accounts  for  FYE  Adjustments 


Total  Restricted 


«2, 079, 199 

1,138,600 
716,818 

337,702 

751,271 
65,107 


$5,089,027 


$200,567 
15,659 
10,996 
50,600 
18,583 
33,272 

$329,677 


LIABILITIES  AND  FUND  BALANCES 

CURRENT  FUNDS: 

Unrestricted: 

Accounts  Payable  and  Accrued  Liabilities 
Accrued  Liability  for  Compensated  Absenses 
Student  Deposits 
Due  to  State  of  Montana  General  Fund 

Current  Year  Reversion 
Due  to  Cash  Accounts  for  FYE  Adjustments 
Deferred  Revenue 
Fund  Balances: 

Reserve  for  Inventories 

Fund  Balance 

Total  Unrestricted 

Restricted: 

Accounts  Payable  and  Accrued  Liabilities 
Due  to  Cash  Accounts  for  FYE  Adjustments 
Deferred  Revenue  -  Federal  Government 
Deferred  Revenue  -  All  Other  Sources 
Fund  Balance 


Total  Restricted 


$636,826 

832,220 

15,463 

85,012 
706,217 
442,101 

228,482 
2,142,706 

$5,089,027 


$7,443 
38,891 

244,278 
39,065 


$329,677 


TOTAL  CURRENT  FUNDS 


$5,418,704 


TOTAL  CURRENT  FUNDS 


$5,418,704 


LOAN  FUNDS: 
Cash 

Investments  (Note  2) 

Due  from  Cash  Accounts  for  FYE  Adjustments 
Accounts  Receivable 
Loans  Receivable 


$5,645 

55,000 

1,095 

16,874 

2,068,335 


TOTAL  LOAN  FUNDS 


$2,146,949 


LOAN  FUNDS: 

Accounts  Payable 

Due  to  Cash  Accounts  for  FYE  Adjustments 
Fund  Balances: 
National  Direct  Student  Loan  Program: 
U.S.  government  grants  refundable  less 
cumulative  cancellations  and  other 
reduction  of  $506,051 
College  Contributions-Restricted 
Total  NDSL 

Other  College  Funds  -  Restricted 
Total  Fund  Balances 

TOTAL  LOAN  FUNDS 


$971 
1,925 


1,864,035 

266,442 

2,130,477 

13.576 

2,144,053 

$2,146,949 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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EASTERN  MONTANA  COLLEGE 
BALANCE  SHEET 
JUNE  30,  1988 
(conti  nued) 
ASSETS  LIABILITIES  AND  FUND  BALANCES 

PLANT  FUNDS:  PLANT  FUNDS: 

Unexpended:  Unexpended: 


Cash  in  Treasury 

$83,491 

Cash  Meld  by  Bond  Trustee 

132 

Investients  Held  by  Bond  T 

rust 

te 

(Note 

2) 

391,390 

Interest  Receivable 

2,198 

Construction  Advances 

15.176 

Total  Unexpended 

5192,387 

Renewals  and  Replacements: 

Cash  in  Treasury 

$8,884 

Cash  Held  by  Bond  Trustee 

4.912 

Investients  Held  by  Bond  T 

rust 

te 

(Note 

2) 

910,151 

Investients  Held  by  State 

of  M 

ont 

ana  (► 

lote  2) 

45,000 

Inter-entity  Receivable 

4,000 

Accounts  Receivable  less  Allowance  for 

Doubtful  Accounts 

3,037 

Due  froi  Cash  Accounts  for 

FYE 

Ad 

justnents 

501 

Interest  Receivable 

ceients 

10,145 

Total  Renewals  and  Repla 

(986,630 

Retire&ent  of  Indebtedness: 

Cash  in  Treasury 

$80,423 

Cash  Held  by  Bond  Trustee 

9,027 

Investients  Held  by  Bond  T 

rust 

ee 

(Note 

2) 

2,245,097 

Investients  Held  by  State 

of  H 

ont 

ana  (K 

ote  2) 

210,900 

Due  froi  Cash  Accounts  for 

FYE 

Adjustments 

1,015 

Interest  Receivable 

ebt  e 

jness 

17,100 

Total  Retireients  of  Ind 

$2,563,562 

Investment  in  Plant  (At  Cost 

Of  1 

Acquisition) : 

Intangible  Assets 

$207,224 

Land 

1,234,040 

Buildings 

26,838,305 

Other  Improvements 

9B9,226 

Equipment 

5,631,165 

Library  Books 

t 

2,984,682 

Total  Investient  in  Plan 

$37,884,642 

TOTAL  PLANT  FUNDS 

$41,927,221 

ENCY  FUNDS: 

Cash 

$30,204 

Investients  (Note  2) 

12,000 

Accounts  Receivable 

2,855 

TOTAL  AGENCY  FUNDS 

$45,059 

Accounts  Payable  $25,444 

Due  to  Cash  Accounts  for  FYE  Adjustments        1,189 
Fund  Balance  465,754 


Total  Unexpended  $492,387 


Renewals  and  Replacements: 

Accrued  Liability  $1,183 

Due  to  Cash  Accounts  for  FYE  Adjustments           19 

Deferred  Revenues  12,402 

Fund  Balance  -  Restricted  973,026 


Total  Renewals  and  Replacements  $986,630 


Retirement  of  Indebtedness: 

Accrued  Bond  Interest  Payable  $36,928 

Fund  Balance  -  Restricted  2,526,634 


Total  Retireient  of  Indebtedness         $2,563,562 


Investient  in  Plant: 

Contract  and  Notes  Payable  $151,652 

Bonds  Payable  (Note  5)  12,035,816 

Net  Investient  in  Plant  25,697,174 


Total  Investient  in  Plant  $37,B84,642 

TOTAL  PLANT  FUNDS  $41,927,221 


AGENCY  FUNDS: 

Accounts  Payable  and  Accrued  Liabilities       $8,597 

Due  to  Cash  Accounts  for  FYE  Adjustaents       10,288 

Property  Held  in  Trust  26,174 


TOTAL  AGENCY  FUNDS  $45,059 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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EASTERN  MONTANA  COLLEGE 

STATEMENT  OF  CHANGES  IN  FUND  BALANCES 

FISCAL  YEAR  ENDED  JUNE  30,  1988 


CURRENT  FUNDS 
Unrestricted   Restricted 


LOAN  FUNDS 


Unexpended 


PLANT  FUNDS 
Renewals  &   Retirement  of  Investment 
Replacements   Indebtedness    in  Plant 


$4,555,920 

8,103,001 

1,672,347 

213,311 

91,116 

766,297 

16,121 

3,177,846 

34,957 


$2,327,112 

239,327 

87,895 

275,045 


REVENUES  AND  OTHER  ADDITIONS: 
Tuition  and  Fees 
Montana  General  Fund  Transfers 
Montana  Mi  1 la ge  Fund  Transfers 
Land  Grant  Income 
Indirect  Cost  Recoveries 
Sales,  Services,  and  Miscellaneous 
Investment  Income 

Sales  &  Services  of  Auxiliary  Enterprises 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 
Local  Government  Grants  and  Contracts 
Other  Grants,  Contracts,  and  Donations 
Interest  Earned  on  Loans 
Investment  in  Plant  Facilities 
Bond  Proceeds 
Other 

TOTAL  REVENUES  AND  OTHER  ADDITIONS 

EXPENDITURES  AND  OTHER  DEDUCTIONS: 
Current  Funds  Expenditures 
Loan  Cancellations  and  Write-offs 
Collection  Costs 
Expended  for  Plant  Facilities 
Retirement  of  Indebtedness 
Interest  on  Indebtedness 
Loss  on  Extinquishment  of  Debt 
Debt  Incurred 
Disposal  of  Plant  Facilities 

TOTAL  EXPENDITURES  AND  OTHER  DEDUCTIONS 

TRANSFERS  AMONG  FUNDS-ADDITIONS  (DEDUCTIONS): 
Current  Year  Decreases  in  Compensated  Absences 
Mandatory  Transfers 
Nonmandatory  Transfers 
Liability  for  General  Fund  Reversion 

TOTAL  TRANSFERS  AND  DEDUCTIONS 

NET  INCREASE  (DECREASE)  IN  FUND  BALANCE 

FUND  BALANCE  AT  BEGINNING  OF  YEAR 
Transfer  of  Fund  Balance 
Net  Effect  of  Prior  Period  Adjustments 
Hove  Equity  to  NIZP 


FUND  BALANCE  AT  END  OF  YEAR 

The  notes  to  the  financial  statenents  are  an  integral  part  of  this  stateaent. 
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$4,351 
113,233 

52,769 


$110,814 


133,664 


$114,612 


3,900 
81,729 


$140,544 


4,822 

7,003 
154,345 

B, 023, 945 

$2,167,574 

$1B,964,219 

$2,929,379 

$175,175 

$405,826 

$200,241 

$8,164,489 

$2,167,574 

$17,556,213 

$2,934,925 

$97,770 
8,314 

$145,014 

$7,821,434 
972,549 
921,677 

$497 
1.355, 

,169 
,564 

$17,556,213 

$2,934,925 

$106 

,084 

$0 

$145,014 

$9,715,660 

$1,852 

,733 

$90,369 
(780,178) 

(85,012) 

($1,521,677) 
(206,284) 

($138,158) 

$2,440,011 
206,284 

($774,821) 

$0 

$0 

($1,727,961) 

($138, 15B) 

$2,646,295 

$0 

$633,185 

$1,708,552 
(15,834) 
45,284 

($5,546) 

$44,610 

15.834 

(15,834) 

(69, 

$2,074, 

,091 
,962 

($1,322,135) 

$2,885,600 

2,909 
(1,100,620) 

($82,931) 
$1,058,761 
(2,803) 

$1,095,124 
$1,461,005 
(29,495) 

$314, 
$25,382, 

,841 
,333 

$2,371,187 

$39,064 

$2,144, 

,053 

$465,754 

$973,027 

$2,526-634 

$25,697, 

174 

REVENUES  AND  OTHER  ADDITIONS: 
Tuition  and  Fees 
Montana  General  Fund  Transfers 
Montana  Millage  Fund  Transfers 
Land  Grant  Income 
Indirect  Cost  Recoveries 
Sales.  Services,  and  Miscellaneous 
Investment  Incoit 

Sales  &  Services  of  Auxiliary  Enterprises 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 
Local  Governtent  Grants  and  Contracts 
Other  Grants.  Contracts,  and  Donations 
Interest  Earned  on  Loans 
Investment  in  Plant  Facilities 
Dther 

TOTAL  REVENUES  AND  OTHER  ADDITIONS 


EASTERN  MONTANA  CDLLEGE 

STATEMENT  OF  CHANGES  IN  FUND  BALANCES 

FISCAL  YEAR  ENDED  JUNE  30,  19B7 


CURRENT  FUNDS 
Unrestricted   Restricted 


LOAN  FUNDS  PLANT  FUNDS 

Renewals  &   Retirement  of   Investsent 
Unexpended   Replacements  Indebtedness    in  Plant 


$4,557,355 

7,904,753 

$54,166 

2,328,820 

232,488 

85,000 

431,107 

16,588 

11,331 

202,853 

2,849,871 

$2, 320, 713 

B6.895 

34,575 

313,264 
106.487 
302,475 

55.986 

5,043 

(323 

JIB, 440, 557 

13,042,939 

$149,255 

$256,696 

$127,024 


85,701      $135,556 


$6,815,584 


$212,725      $135,556    $6,815,584 


EXPENDITURES  AND  OTHER  DEDUCTIONS: 
Current  Funds  Expenditures 
Loan  Cancellations  and  Write-offs 
Collection  Costs 
Expended  for  Plant  Facilities 
Retirement  of  Indebtedness 
Interest  on  Indebtedness 
Debt  Incurred 
Disposal  of  Plant  Facilities 

TOTAL  EXPENDITURES  AND  OTHER  DEDUCTIONS 


TRANSFERS  AMONG  FUNDS-ADDITIONS  (DEDUCTIONS): 

Current  Year  Decreases  in  Compensated  Absences 

Mandatory  Transfers 

Nonaandatory  Transfers 

Liability  for  General  Fund  Reversion 
Current  Year  Reversion 
Prior  Period  Adjustment  Reversion 

TOTAL  TRANSFERS  AND  DEDUCTIONS 

NET  INCREASE  (DECREASE)  IN  FUND  BALANCE 

FUND  BALANCE  AT  BEGINNING  OF  YEAR 

Net  Effect  of  Prior  Period  Adjustments 

Move  Equity  to  NIIP 


$17,230,380 


$17,230,380 


$28,171 
(983,533) 
9,255 

(1,755) 
(15,220) 


$3,040,580 


$131.  ''O? 
7,143 


$82,481 


$375,555 
974, 64B 


$7,794,744 
265,241 


$3,040,580 


$139,052 


$0 


$82,481 


$1,350,203 


$8,059,985 


($55,415) 


($130,162)    $1,181,268 
1,000 


($963,082) 

$247,095 

$1,460,832 
625 


$0 

$2,359 

$42,251 


$0 
$10,203 


($55,415) 
$201,281 


$2,064,759  $1,900,623 
173,639 
610,057 


($129,162)  $1,181,268  $0 

$1,082      ($33,379)  ($1,244,401) 

$1,054,354  $1,494,384  $26,626,734 
3,325 


$44,610 


FUND  BALANCE  AT  END  OF  YEAR  $1,708,552 

The  nates  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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$2,074,962 


$2,885,600 


$1,058,761 


$1,461,005    $25,382,333 


EASTERN  MONTANA  COLLEGE 

STATEMENT  OF  CURRENT  FUND  REVENUES,  EXPENDITURES,  AND  OTHER  CHANGES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1988 


REVENUES: 

Educational  and  General  Funds: 
Tuition  and  Fees 
Montana  General  Fund  Transfers 
Montana  Millage  Fund  Transfers 
Sales,  Services  and  Miscellaneous 
Indirect  Cost  Recoveries 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 

Local  Government  Grants,  Contracts,  and  Donations 
Other  Grants,  Contracts,  and  Donations 

Total  Educational  and  General  Funds 

Designated  Funds: 
Tuition  and  Fees 

Sales,  Services  and  Miscellaneous 
State  Grant  for  College  Wbrkstudy  Program 
Indirect  Cost  Recoveries 
Investment  Income 

Total  Designated  Funds 

Auxiliary  Funds: 
Tuition  and  Fees 
Land  Grant  Income 
Investment  Earnings 
Sales,  Services,  and  Miscellaneous 

Total  Auxiliary  Funds 


TOTAL  CURRENT  REVENUES 


1988 

UNRESTRICTED 

RESTRICTED 

TOTAL 

$3,285,782 

$3,285,782 

8,403,004 

8,403,004 

1,672,347 

1,672,347 

14,599 

14,599 

69,870 

69,870 

$2,327,112 

2,327,112 

239, 

,327 

239,327 

87, 

,895 

87,895 

275, 

,045 

275,045 

$13,445,602 

$2,929,379 

$16,374,981 

$501,277 

$501,277 

716,741 

716,741 

34,957 

34,957 

24,546 

24,546 

9,121 

9,121 

$1,286,642 

$0 

$1,286,642 

$768,861 

$768,861 

213,311 

213,311 

37,000 

37,000 

3,212,803 

3,212,803 

$4,231,975 

$0 

$4,231,975 

$18,964,219 

$2,929,379 

$21,893,598 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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EASTERN  MONTANA  COLLEGE 

STATEMENT  OF  CURRENT  FUND  REVENUES,  EXPENDITURES,  AND  OTHER  CHANGES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1988 

(continued) 


EXPENDITURES: 

Educational  and  General  Funds: 
Instruction 
Research 
Public  Service 
Academic  Support 
Student  Services 
Institutional  Support 
Operation  and  Maintenance  of  Plant 
Student  Aid 

Total  Educational  and  General  Funds 


Designated  Funds: 
Instruction 
Public  Service 
Academic  Support 
Student  Services 
Institutional  Support 
Recharge  Centers 
Mandatory  Transfers 


Total  Designated  Funds 


Auxiliary  Funds: 
Expenditures 
Mandatory  Transfers: 
Principal  and  Interest 

Total  Auxiliary  Funds 


TOTAL  CURRENT  EXPENDITURES  AND  MANDATORY  TRANSFERS 


OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS): 

Current  Year  Decrease  in  Compensated  Absences 
Liability  for  General  Fund  Reversion: 
Current  Year 

TOTAL  OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS) 


NET  INCREASE  (DECREASE)  IN  FUND  BALANCE 


1988 

UNRESTRICTED 

RESTRICTED 

TOTAI 

j 

$6,250,247 

$390,552 

$6,640,799 

60, 

,193 

60, 

193 

249,666 

407, 

,340 

657, 

006 

1,645,633 

3, 

,410 

1,649, 

043 

1,605,034 

339, 

,392 

1,944, 

426 

1,288,371 

1,288, 

,371 

1,974,183 

1,974, 

,183 

322,520 

1,734, 

,038 

2,056, 

,558 

$13,335,654 

$2,934,925 

$16,270,579 

$200,844 

$200,844 

444,196 

444, 

,196 

926 

926 

436,272 

436, 

,272 

33,759 

33, 

,759 

142,922 

142, 

,922 

148,487 

148, 

,487 

$1,407,406 

$0 

$1,407, 

,406 

$2,961,640 

$2,961,640 

631,691 

631, 

,691 

$3,593,331 

$0 

$3,593, 

,331 

$18,336,391 

$2,934,925 

$21,271, 

P316 

$90,369 

$90,369 

(85,012) 

(85,012) 

$5,357 

$0 

$5,357 

$633,185 

($5 

,546) 

$627,639 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement, 
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EASTERN  MONTANA  COLLEGE 

STATEMENT  OF  CURRENT  FUND  REVENUES,  EXPENDITURES,  AND  OTHER  CHANGES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1987 


REVENUES: 

Educational  and  General  Funds: 
Tuition  and  Fees 
Montana  General  Fund  Transfers 
Montana  Millage  Fund  Transfers 
Sales,  Services  and  Miscellaneous 
Indirect  Cost  Recoveries 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 

Local  Government  Grants,  Contracts,  and  Donations 
Other  Grants,  Contracts,  and  Donations 

Total  Educational  and  General  Funds 

Designated  Funds: 
Tuition  and  Fees 

Sales,  Services  and  Miscellaneous 
State  Grant  for  College  Workstudy  Program 
Indirect  Cost  Recoveries 
Investment  Income 

Total  Designated  Funds 

Auxiliary  Funds: 
Tuition  and  Fees 
Land  Grant  Income 
Investment  Earnings 
Sales,  Services,  and  Miscellaneous 

Total  Auxiliary  Funds 


TOTAL  CURRENT  REVENUES 


1987 

UNRESTRICTED 

RESTRICTED 

TOTAL 

$3,236,946 

$3,236,946 

7,904,753 

7,904,753 

2,328,820 

2,328,820 

12,686 

12,686 

85,000 

85,000 

$2,320,713 

2,320,713 

313 

264 

313,264 

106 

,487 

106,487 

302 

,475 

302,475 

$13,568,205 

$3,042,939 

$16,611,144 

$502,558 

$502,558 

418,421 

418,421 

34,575 

34,575 

15,942 

15,942 

5,834 

5,834 

$977,330 

$0 

$977,330 

$801,909 

$801,909 

232,488 

232,488 

10,754 

10,754 

2,849,871 

2,849,871 

$3,895,022 

$0 

$3,895,022 

$18,440,557 

$3,042,939 

$21,483,496 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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EASTERN  MONTANA  COLLEGE 

STATEMENT  OF  CURRENT  FUND  REVENUES,  EXPENDITURES,  AND  OTHER  CHANGES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1987 

(continued) 


EXPENDITURES: 

Educational  and  General  Funds: 
Instruction 
Research 
Public  Service 
Academic  Support 
Student  Services 
Institutional  Support 
Operation  and  Maintenance  of  Plant 
Student  Aid 

Total  Educational  and  General  Funds 


Designated  Funds: 
Instruction 
Public  Service 
Academic  Support 
Student  Services 
Institutional  Support 
Mandatory  Transfers 


Total  Designated  Funds 


Auxiliary  Funds: 
Expenditures 
Mandatory  Transfers: 
Principal  and  Interest 

Total  Auxiliary  Funds 


TOTAL  CURRENT  EXPENDITURES  AND  MANDATORY  TRANSFERS 


OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS): 

Current  Year  Decrease  in  Compensated  Absences 

Nonmandatory  Transfers 

Liability  for  General  Fund  Reversion: 

Current  Year 

Prior  Year  Adjustment  Reversion 

TOTAL  OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS) 


NET  INCREASE  (DECREASE)  IN  FUND  BALANCE 


UNRESTRICTED 

RESTRICTED 

1987 
TOTAL 

$6,530,189 

213,682 
1,665,808 
1,532,878 
1,405,863 
1,729,176 

340,568 

$398,650 

35,447 

596,509 

9,065 

350,814 

1,650,095 

$6,928,839 
35,447 
810,191 
1,674,873 
1,883,692 
1,405,863 
1,729,176 
1,990,663 

$13,418,164 

$3,040,580 

$16,458,744 

$210,005 

320,837 

3,477 

423,700 

10,250 

54,316 

$210,005 

320,837 

3,477 

423,700 

10,250 

54,316 

$1,022,585 

$0 

$1,022,585 

$2,843,947 
929,217 

$2,843,947 
929,217 

$3,773,164 

$0 

$3,773,164 

$18,213,913 

$3,040,580 

$21,254,493 

$28,171 
9,255 

(1,755) 
(15,220) 

$28,171 
9,255 

(1,755) 
(15,220) 

$20,451 

$0 

$20,451 

$247,095 

$2 

,359 

$249,454 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement, 
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EASTERN  MONTANA  COLLEGE 

Notes  to  Financial  Statements 

June  30,  1988 

Note  1  -  BASIS  OF  ACCOUNTING 

The  financial  statements  of  Eastern  Montana  College  are  prepared  on 
the  accrual  basis  of  accounting  except  for  depreciation  accounting  and 
allowance  for  uncollectible  loans  as  explained  in  Note  4  to  the  finan- 
cial statements.   The  statement  of  Current  Funds  Revenues, 
Expenditures,  and  Other  Changes  is  a  statement  of  financial  activities 
of  current  operating  funds  related  to  the  year  ended  June  30,  1988.   It 
does  not  purport  to  present  the  results  of  operations  or  the  net  income 
or  loss  for  the  period  as  would  a  statement  of  income  or  a  statement  of 
revenues  and  expenses. 

In  order  to  ensure  observance  of  limitations  and  restrictions 
placed  on  the  use  of  the  resources  available  to  the  College,  the 
accounts  are  maintained  in  accordance  with  the  principles  of  fund 
accounting.   This  is  the  procedure  by  which  resources  for  various  pur- 
poses are  classified  into  funds  that  are  in  accordance  with  activities 
or  objectives  specified.   Separate  accounts  are  maintained  for  each 
fund.   However,  in  the  accompanying  financial  statements,  funds  that 
have  similar  characteristics  have  been  combined  into  fund  groups. 

Current  operating  funds  include  unrestricted  funds  allocated  to 
specific  purposes  by  action  of  the  Board  of  Regents  and  funds  restricted 
by  outside  sources.   Externally  restricted  funds  may  only  be  utilized  in 
accordance  with  the  purposes  established  by  the  source  of  such  funds. 

To  the  extent  that  current  funds  are  used  to  finance  plant  assets, 
the  amounts  so  provided  are  reported  as  (1)  expenditures,  in  the  case  of 
normal  replacement  of  movable  equipment  and  library  books;  (2)  mandatory 
transfers  in  the  case  of  required  provisions  for  debt  amortization, 
interest,  equipment  renewal  and  replacement;  and  (3)  transfers  of  a 
non-mandatory  nature  for  all  other  cases. 

Gains  and  losses  arising  from  the  sale,  collection  or  other  dispo- 
sition of  investments  and  other  non-cash  assets  are  reported  in  the  fund 
which  owned  such  assets.   Ordinary  income  derived  from  investments, 
receivables  and  the  like,  is  reported  in  the  fund  owning  such  assets. 
Restricted  revenue  derived  from  gifts,  grants,  and  appropriation  and 
other  restricted  sources  are  reported  in  the  appropriate  funds. 

In  accordance  with  generally  accepted  accounting  principles,  the 
College  does  not  recognize  liabilities  for  items  ordered  but  not  yet 
received.   Beginning  in  fiscal  year  1986,  these  accruals  are  removed 
from  the  financial  statements. 

Other  significant  accounting  policies  are  set  forth  in  the  accom- 
panying financial  statements  and  notes  thereto. 

Note  2  -  INVESTMENTS 

All  investments  are  recorded  at  cost.   Investments  consist  pri- 
marily of  amounts  invested,  through  the  Montana  State  Board  of  Invest- 
ments using  its  short-term  investment  pool  and  U.S.  Treasury  Bills  and 
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by  the  trustee  as  required  by  the  bond  indenture.  The  cost  and  market 
value  of  the  investments  at  June  30,  1988  were  approximately  equal. 
Investments  owned  by  the  various  funds  at  June  30,  1988,  are  as  follows: 

Cost 

Current  Unrestricted  Funds: 

Designated-Student  Government  $141,600 

Auxiliary  Enterprises  997,000 

Current  Restricted  Funds: 

United  States  Airforce  26,600 

Skunk  Research  24,000 

Loan  Funds:  55,000 

Plant  Funds: 

Unexpended  391,390 

Renewals  and  Replacements  955,151 

Retirement  of  Indebtedness  2,455,997 

Agency  Fund  12,000 

Total  $5,058,738 

Investment  income  is  generally  recorded  when  received. 

Note  3  -  INVENTORIES 

It  is  the  policy  of  the  College  to  record  supplies  inventories  for 
certain  educational  and  service  departments  in  addition  to  inventories 
held  for  resale  in  auxiliary  enterprises  such  as  the  bookstore  and 
student  union.   All  recorded  inventories  are  stated  at  cost  or  market 
using  the  first-in,  first-out  method. 

Note  4  -  ALLOWANCE  FOR  DOUBTFUL  ACCOUNTS  -  LOAN  FUNDS 

No  provision  for  uncollectible  National  Direct  Student  Loans  has 
been  provided  for  in  the  accompanying  financial  statements.   The  follow- 
ing statistics  will  be  reflected  in  the  annual  report  of  the  financial 
aid  programs  to  the  Department  of  Education: 

Student  loan  amounts  advanced  -  all  borrowers  $5,357,017 

Total  value  of  loan  advances  not  in  repayment 
status  (grace  period,  armed  forces,  Peace 
Corps,  Vista,  student  status,  hardship)         836,765 

Total  amount  of  matured  principal  $4,631,571 

Total  amount  of  delinquent  loans  $270,859 

Percentage  of  loans  in  default  5.84£ 
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The  College  follows  accounting  practices  for  the  National  Direct 
Student  Loan  Fund  that  are  in  accordance  with  government  regulations. 
Those  regulations  do  not  provide  for  recognition  of  interest  receivable 
or  future  loan  cancellations  by  the  government.   To  that  extent  the  por- 
tion of  the  financial  statements  relating  to  loan  funds  are  at  variance 
with  generally  accepted  accounting  principles.   However,  90%  of  any 
interest  receivable  or  uncollectible  loans  and  100%  of  government  can- 
cellations would  add  to  or  reduce  the  U.S.  Government's  portion  of  the 
fund  balance  and,  therefore,  would  not  have  significant  effect  on  the 
College's  overall  financial  position. 


Note  5  -  BONDS  PAYABLE 

On  February  23,  1988,  Eastern  Montana  College  issued  $7,615,000  in 
Facilities  Refunding  Revenue  Bonds,  Series  A  1988  with  an  average  interest 
rate  of  7.14%.  The  purpose  of  this  issue  was  to  advance  refund  $7,125,000 
of  outstanding  Facilities  Refunding  Revenue  Series  A  1985  Bonds  with  an 
average  interest  rate  of  9.465%.   The  net  proceeds  of  $7,329,610 
(after  payment  of  $285,390  in  underwriting  fees,  insurance,  and  other 
issuance  costs)  plus  an  additional  $672,215  of  1985  Series  B  Escrow  monies 
and  a  contribution  from  the  construction  fund  of  $1,499,677  were  used  to 
purchase  State  and  Local  Government  Securities  and  U.S. Treasury  Securities. 
Those  securities  were  deposited  in  an  irrevocable  trust  with  an  escrow 
agent  to  provide  for  all  future  debt  service  payments  on  the  series  1985  A 
Bonds.   As  a  result,  the  1985  Series  A  Bonds  are  considered  to  be  defeased 
and  liability  for  those  bonds  is  not  included  in  the  financial  statements. 

Although  the  advance  refunding  resulted  in  the  recognition  of  an 
accounting  loss  of  $921,677  for  the  year  ended  June  30,  1988,  the  agency 
in  effect  reduced  its  aggregate  debt  service  payments  by  $623,700  over  the 
next  eleven  years  and  obtained  an  economic  gain  (difference  between  the 
present  values  of  the  old  and  new  debt  service  payments)  of  $234,300. 

On  June  1,  1988  the  Board  of  Regents  of  Higher  Education  for  the  State 
of  Montana  and  First  Trust  Company,  as  Trustee,  issued  $4,110,000  Special 
Purpose  Refunding  Revenue  Bonds  (Various  Institutions  Pooled  Equipment 
Financing)  Series  A  1988.   The  series  A  1988  indenture  authorizes  and 
effects  a  cross-over  refunding  of  part  of  the  outstanding  $3,990,000  1985 
Series  Bonds.   The  effect  of  the  refunding  issue  on  Eastern  Montana  College 
is  as  Follows: 

Eastern  Montana  College's  portion  of  the  1988  issue  is  $408,945  and  is 
entitled  Series  C  1988  Bonds.   The  Series  C  1988  Bonds  refunded  part  of 
Eastern  Montana  College's  outstanding  $721,871  Series  C  1985  Bonds. The  net 
proceeds  from  the  Series  C  1988  issue  of  $401,595  (after  payment  of  $2,537 
in  insurance  and  other  issuance  costs)  along  with  an  additional  $210,587  of 
the  1985  Series  reserve  funds  were  used  to  purchase  state  and  local 
government  securities  and  open  market  securities  and  to  establish 
Acquisition  and  Debt  Service  Reserve  Funds. 

The  issuance  of  the  1988  Refunding  Revenue  Bonds  resulted  in  a  net  present 
value  savings  of  $7,003  to  Eastern  Montana  College  when  comparing  the 
Series  1985  and  Series  1988  debt  service  present  values. 

Both  the  asset  for  the  escrow  and  the  liability  for  the  Series  1985  Bonds 
being  paid  from  the  escrow  are  reflected  on  these  financial  statements. 
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At  June  30,  1988  the  College  had  $12,035,816  in  outstanding  revenue 
bonds  payable.   These  bonds  were  issued  for  refinancing,  remodeling  the 
Student  Union,  and  other  projects.   A  summary  of  these  bonds  follows: 

Eastern  Montana  College  Revenue  Bonds: 

Series  A  1988  -  6.4%  to  7.3%  Payable  in  varying 

annual  installments  from  1997  through  2005  $7,615,000 

Series  B  1985  -  5.25%  to  8.375%  Payable  in  varying 

annual  installments  through  1996  $3,290,000 

Montana  Board  of  Regents  Special  Purpose  Bonds: 

Series  C  1988  -  5.95%  to  6.15%  Payable  in  varying 

annual  installments  from  1992  through  1993  $408,945 

Series  C  1985  -  5.5%  to  8.0%  Payable  in  varying 

annual  installments  through  1993  $721,871 

The  Series  A  and  Series  B  bonds  are  secured  by  a  first  lien  on  a 
pledge  of  gross  revenues  derived  directly  or  indirectly  from  (a)  all 
student  building  fees  assessed  students  attending  the  College,  (b)  all  land 
grant  income  received  by  the  College,  and  (c)  the  operation  and  use  of  the 
income  facilities. 

The  Series  A  and  Series  B  bond  agreements  require  a  deposit  of 
$1,045,049  to  a  debt  service  reserve  fund  account.   Also,  a  repair  and 
replacement  reserve  account  was  established  requiring  an  initial  deposit 
of  $900,000. 

The  annual  debt  service  requirements  for  the  next  five  years,  in- 
cluding interest,  as  of  June  30,  1988  are  as  follows: 

Year  Ending 

June  30,  Series  A  Series  B 

1989  $   529,423         $  537,494 

1990  529,423  536,881 

1991  529,423  538,531 

1992  529,423  537,519 

1993  529,423  538,624 
After  1993  (Cumulative)   12,005,251  1,815,962 

Total  $14,652,366         $4,505,011 


The  Montana  Board  of  Regents  issued  a  series  of  Special  Purpose  Bonds. 
Eastern  Montana  College  assumed  responsibility  for  Series  C  of  that  issue 
to  fund  the  purchase  of  a  computer  and  related  equipment.   The  bond 
agreement  pledges  revenue  generated  from  user  fees  and  a  special  computer 
fee  assessed  to  students  of  $1.00  per  credit  hour  (maximum  $12.00)  per 
quarter. 
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The  Series  C  bond  agreement  requires  a  deposit  of  $135,668 
to  a  debt  service  reserve  fund  account. 

The  annual  debt  service  requirements  for  the  next  five  years, 

including  interest,  as  of  June  30,  1988  are  as  follows: 

Year  Ending  June  30,       Series  C  1988      Series  C  1985 

1989  $25,852  $  152,307 

1990  24,884  152,308 

1991  24,884  537,568 

1992  153,765 

1993  284,603 

After  1993  (Cumulative)   -0-  

Total  $513,988  $  842,183 


Note  6  -  RETIREMENT  PROGRAMS 

Academic  and  professional  employees  with  contracts  under  the 
authority  of  the  Board  of  Regents  may  choose  either  the  Montana 
Teachers'  Retirement  System  (TRS)  or  the  Optional  Retirement  Program 
(0RP),  which  is  available  through  the  Teachers'  Insurance  and  Annuity 
Association-College  Retirement  Equities  Fund  (TIAA-CREF).   Retirement 
benefits  for  nonacademic  staff  are  provided  through  the  Montana  Public 
Employees  Retirement  System  (PERS).   Contributions  for  participants  and 
the  College  are  based  on  a  percentage  of  the  participant's  salary. 

Defined  benefits  under  TRS  and  PERS  are  based  on  years  of  service 
and  final  average  salary  of  the  participant.   The  actuarial  present 
value  of  vested  benefits  and  the  amount,  if  any,  of  unfunded  past 
service  costs  for  employees  covered  under  the  plans  has  not  been 
determined.   The  College's  share  of  the  cost  of  these  plans  for  the 
year  ended  June  30,  1988  and  1987  were  $639,360  and  $695,715 
respectively.   The  Teachers'  Retirement  System  and  the  Public  Employees 
Retirement  System  were  determined  to  be  actuarially  sound  by  the  most 
recent  biennial  valuations. 

The  Optional  Retirement  Program  is  a  defined  contribution 
retirement  plan.   Benefits  actually  received  at  retirement  depend  on 
the  amount  of  contributions,  the  amount  of  investment  gains  and  losses, 
the  employee's  life  expectancy  at  retirement  and  the  retirement  income 
option  selected.   The  college's  share  of  the  0RP  for  the  year  ended 
June  30,  1988  was  $18,942. 


Note  7  -  COMMITMENTS  AND  CONTINGENT  LIABILITIES 

Accounting  for  major  construction  projects  of  the  College  is  per- 
formed by  the  Architecture  and  Engineering  Division  of  the  Montana 
Department  of  Administration.   At  June  30,  1988  the  Recreation  Field 
Improvements  Project  had  remaining  spending  authority  of  approximately 
$45,834.   The  total  authorized  spending  amount  was  $315,000. 
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In  accordance  with  FASB  Statement  Mo.  43  "Accounting  for  Compen- 
sated Absences",  the  liability  and  charge  for  compensated  absences 
related  to  current  and  previous  years  are  recorded  in  the  unrestricted 
current  fund. 

The  value  of  unused  vacation  and  sick  leave  of  $832,220  accumulated 
by  employees  is  recorded  as  a  liability.   At  June  30,  1988  permanent 
staff,  other  than  contract  faculty,  may  accumulate  and  carry  to  the 
following  calendar  year,  two  times  the  maximum  number  of  vacation  days 
earned  annually.   Unused  vacation  leave  is  purchased  at  full  value  from 
employees  upon  termination.   Unused  sick  leave  earned  since  July  1,  1971 
is  purchased  from  all  employees  at  twenty-five  percent  of  its  value 
upon  termination. 


Note  8  -  LEASES 

During  the  year  ended  June  30,  1985,  Eastern  Montana  College 
entered  into  a  sublease  agreement  with  the  State  of  Montana  for  a 
telephone  system. 

The  following  is  a  schedule  by  years  of  the  future  minimum  rental 
payments  required  under  the  lease  agreement  which  will  expire  June,  1992 

Year  Ending  June  30, 

1989  $  129,540 

1990  $  129,720 

1991  $  141,144 

1992  $  141,012 

Total  minimum 

payments  required  S  541.416 


During  the  year  ended  June  30,  1988,  Eastern  Montana  College 
recorded  $144,324  in  expenditures  under  this  lease  agreement. 
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EASTERN  MONTANA  COLLEGE 
Schedule  of  Enrollment  Statistics 
For  the  Two  Years  Ending  June  30,  1987  and  1988 


Fiscal  Year  1986-87 


Enrollments  Majoring  In: 

School  of  Business  &  Economics 
School  of  Education 
Graduate  Program-Non-Degree 
School  of  Arts  &  Sciences 
General  Studies 
Human  Services 

Total  Enrollment-Head  Count 


Total  Student  Credit  Hours 

FTE  -  All  Funding  Sources 

Annual  FTE  -  Current 
Unrestricted  Funding 


Summer 

Fall 

Winter 

Spring 

1986 

1986 

1987 

1987 

299 

1,021 

1,022 

917 

508 

971 

988 

967 

707 

381 

380 

325 

231 

689 

698 

622 

135 

719 

629 

506 

60 

139 

140 

144 

1,940 

3,920 

3,857 

3,481 

14,717 

46,016 

45,884 

40,842 

1,034 

3,097 

3,084 

2,750 

996 

3.082 

3.053 

2.734 

Fiscal  Year  1987-88 

Enrollments  Majoring  In: 

School  of  Business  &  Economics 
School  of  Education 
Graduate  Program-Non-Degree 
School  of  Arts  &  Sciences 
General  Studies 
Human  Services 

Total  Enrollment-Head  Count 

Total  Student  Credit  Hours 

FTE  -  All  Funding  Sources 

Annual  FTE  -  Current 
Unrestricted  Funding 


Summer 

Fall 

Winter 

Spring 

1987 

1987 

1988 

1988 

272 

1,026 

1,051 

965 

521 

1,000 

954 

941 

614 

361 

352 

368 

201 

691 

677 

621 

136 

692 

671 

534 

69 

156 

161 

160 

1,813 

3,926 

3,866 

3,589 

14,364 

46,467 

45,686 

41,309 

988 

3.124 

3.077 

2.790 

959 

3.111 

3.059 

2,775 

Note:   Does  not  include  statistics  of  the  Continuing  Education  and  Extended 
Studies  Programs. 
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AGENCY  RESPONSE 


2GAS7ERn 


MONTANA  COLLEGE 
1500  North   30th   Street,  Billings,  MT  59101-02% 


RECEIVED 

MAY  13  1989 
Montana  legishtra  wtoi 


Office  of  the  President 


406/657-2300 


May  15,  1989 


Mr.  Scott  A.  Seacat 
Legislative  Auditor 
State  Capitol 
Helena,  Montana  59620 

Dear  Mr.  Seacat: 

Attached   is   Eastern   Montana  College's   written  reponse   to  the 
recent  financial-compliance  audit. 

On   behalf  of   the   college  staff,  I   wish  to  thank   you  and  your 
audit  staff  for  a  professional  audit. 

Sincerely, 


uce  H.  Carpenter 
President      ' 


Attachment 

c:   Jack  Noble,  Deputy  Commissioner 

for  Management  and  Fiscal  Affairs 
Kenneth  W.  Heikes,  Administrative 
Vice  President 
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EASTERN  MONTANA  COLLEGE 

Response  to  Legislative  Audit  Recommendations 

Fiscal  Years  1987  and  1988 


RECOMMENDATION  #1 

We  recommend  EMC  use  the  contingent  revolving  fund  in  compliance  with  state 
policy. 

EMC  RESPONSE: 

Concur.  Purchase  of  nonsuf f icient  fund  checks  and  use  of  contingent 
revolving  fund  moneys  for  the  registration  process  were  not  specifically 
authorized  in  MOM  2-1910.30.  In  accordance  with  an  April  25,  1989 
memorandum  from  Karen  Munro  to  Jack  Noble,  Management  Memo  2-89-4,  dated 
May  1,  1989,  issued  by  the  Accounting  Division,  authorizes  use  of  the 
contingent  revolving  fund  for  the  quarterly  registration  process  and  for 
the  purchase  of  NSF  checks.  (Memo  from  Ms.  Munro  and  applicable  page  from 
MM  2-89-4  are  attached.)  The  Accounting  Division  has  indicated  these 
changes  will  be  incorporated  into  the  next  update  of  MOM  Chapter  2-1900. 

With  regard  to  employee  travel  advances,  EMC  does  require  employees  to 
request  travel  advances  in  advance;  however,  in  many  cases  travel  is 
necessary  on  short  notice,  requiring  the  issuance  of  a  contingent  revolving 
check  under  the  emergency  provision  of  MOM  2-1910.30.  EMC  will  continue  to 
process  travel  advances  through  the  normal  warrant  process. 

RECOMMENDATION  #2 

We  recommend  EMC  accrue  expenditures  in  accordance  with  state  accounting 
policy. 

EMC  RESPONSE: 

Concur.  EMC  has  processed  a  journal  entry  reversing  the  audit  accrual  for 
the  unexpended  balance  of  the  audit  appropriation.  The  audit  expenditure 
was  properly  recorded  on  March  24,  1989. 

RECOMMENDATION  #3 

We  recommend  EMC  retain  financial  aid  records  in  accordance  with  federal 
regulations. 

EMC  RESPONSE: 

Concur.  EMC  will  retain  SSCR  for  the  required  five  years,  in  accordance 
with  federal  regulations. 

RECOMMENDATION  #4 

We  recommend  EMC  implement  procedures  to  ensure  the  Student  Status 
Confirmation  Report  requests  the  enrollment  status  of  all  EMC  students  with 
guaranteed  student  loans. 
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EMC  RESPONSE: 

Concur.  EMC  will  compare  the  names  on  future  SSCR  tapes  against  borrower 
records  and  report  missing  names  and  the  students'  status  to  the  Montana 
Guarantee  Agency.  Beginning  in  the  fall  of  1989,  the  Montana  Guarantee 
Agency  will  generate  and  process  the  SSCR  information  by  telecommunication. 
Two  reports  per  quarter  have  already  been  requested.  The  Montana  Agency  is 
aware  of  the  current  concerns  and  is  committed  to  working  closely  with  EMC 
to  find  solutions  to  reporting  problems. 


RECOMMENDATION  #5 

We  recommend  EMC  implement  procedures  to  ensure  GSL  application  information 
is  accurate  and  in  accordance  with  federal  regulations. 

EMC  RESPONSE: 

Concur.  In  January  1989,  EMC  designed  and  implemented  a  computer  program 
to  print  loan  applications  directly  from  the  award  file  data  base.  This 
program  verifies  that  the  cost  of  attendance,  total  aid  received,  and 
family  contribution  information  is  correct.  Residency  information  is  now 
taken  directly  from  the  student's  admission  record.  Students  confirm  that 
their  residency  and  enrollment  information  is  correct  when  they  sign  and 
accept  their  award  letters.  The  loan  applications  are  completed  after 
students  return  their  award  letters. 

RECOMMENDATION  #6 

We  recommend  EMC  implement  procedures  to  ensure  compliance  with  federal 
grant  reporting  provisions. 

EMC  RESPONSE: 

Concur.  The  late  filing  of  the  financial  status  report  on  the  Upward  Bound 
grant  was  a  single  instance  of  oversight,  and  the  report  was  filed 
approximately  two  weeks  after  the  deadline  date.  Standard  procedure  is  to 
remind  project  directors  of  due  dates  on  performance  reports  in  advance  and 
this  practice  will  continue. 

RECOMMENDATION  #7 

We  recommend  EMC  implement  procedures  to  ensure  that  inventory  is  properly 
valued. 

EMC  RESPONSE: 

Concur.  The  Physical  Plant  has  procedures  for  recording  inventory  price 
changes  and  will  work  with  the  Controller  to  address  issues  of  inventory 
valuation. 
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DEPARTMENT  OF  ADMINISTRATION 


ACCOUNTING  DIVISION 
Stan  Stephens 

^¥^^?^WW^i^.  GOVERNOR 


STATE  OF  MONTANA 


(406)444-3092 


ROOM  255,  MITCHELL  BUILDINc 


HELENA,  MONTANA  59620-010 


TO: 

FROM: 

DATE: 
SUBJECT: 


Jack  Noble,  Deputy  Commissioner  for 

Management/Fiscal  Affairs 
Commissioner  of  Higher  Education 

u 


Karen  Munro   £f '  yyil-A-S 
Acting  Administrator 

April  25,  1989 

N0NTREASURY  CASH  ACCOUNTS 


To  accommodate  the  circumstances,  related  to  nontreasury  cash 
accounts,  referenced  in  your  April  10  memo,  we  have  added  a 
paragraph  to  the  FYE89  management  memo.   A  copy  of  the  page  of 
the  management  memo,  with  this  new  paragraph  highlighted,  is 
attached. 


c:    Teresa  Timm 
Laurie  Neils 


Attachment  (1  page) 
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AN  EQUAL  OPPORTUNITY  EMPLOYER 


Nontreasury  Cash  Accounts 

Refer  to  MOM  Chapter  2-1900  (Nontreasury  Cash  Accounts)  for  additional  details 
on  the  following  accounts: 

A.  C/As  1103  /  1106  /  1109 

Agencies  must  ensure  that  the  bank  codes  associated  with  these  C/As  are 
correct  to  ensure  proper  collateralization  by  the  State  Treasury.  Also, 
SBAS  Form  522  must  be  reviewed  to  correct  any  negative  SDLs  for  C/As 
1106/1109.   All  SDLs  must  be  positive  at  FYE! 

B.  Custodian  Cash  Accounts 

A  custodian  cash  account  is  a  nontreasury  cash  account  that  consists  of 
monies  held  in  local  checking  or  savings  accounts  by  an  agency  as  an  agent. 
At  FYE,  the  agency  must  process  a  Journal  Voucher  (Form  271)  establishing 
the  cash  balance  at  June  30  in  SBAS  in  the  appropriate  accounting  entity. 
The  initial  entry  will  be:  debit  C/A  1106  -  Custodian  Cash  and  credit  C/A 
2506  -  Accountability  for  Property  Held  in  Trust.  C/A  1106  requires  an  SDL 
number  that  must  equal  the  3-digit  bank  code  of  the  bank  where  the  money 
resides.  A  list  of  bank  codes  is  contained  in  MOM  Chapter  2-1200.  Each  FYE 
thereafter,  agencies  must  adjust  the  prior  year's  balance  to  the  new  June  30 
balance.  If  an  agency  is  holding  custodian  cash  as  petty  cash,  this  amount 
should  also  be  recorded  as  custodian  cash  with  a  blank  code  775. 

C .  Imprest  &   Revolving  Cash  Accounts 

At  June  30,  the  cash  balance  in  the  checkbook  register  and  cash  on  hand 
should  exactly  equal  the  amounts  authorized  and  what  is  shown  on  the  SBAS 
411  report  for  imprest  and  revolving  accounts.  To  accomplish  this,  it  is 
suggested  that  activity  in  the  account  be  cut  off  a  week  prior  to  June  30  so 
replenishment  can  be  completed. 

If  the  imprest  or  revolving  account  is  not  completely  replenished  by  June 
30,  the  cash  (C/As  1102  or  1103)  will  be  overstated  and  expenditures  (or 
another  asset)  understated  in  SBAS.  If  the  amounts  unreplenishcd  at  June  30 
are  substantial,  it  will  be  necessary  to  process  a  Journal  Voucher,  debiting 
C/A  b2KX  -  Expenditures  (or  1901  -  Expense  Advances  to  Employees)  and 
crediting  C/A  1102  or  1103.  To  replenish  the  account  in  the  following 
fiscal  year,  a  Transfer-Warrant  Claim,  debiting  C/A  1102  or  1103  and 
crediting  C/A  1106,  should  be  submitted.  The  Accounting  Division  will 
approve  the  transaction  upon  receipt  of  a  Form  DA105.  Request  to  Maintain  a 
Nontreasury  Cash  Account.  C/A  1103  requires  a  SDL  number  that  requires  the 
last  3  positions  to  be  equal  to  the  3-digit  bank  code  of  the  bank  where  the 
money  resides.   A  list  of  bank  codes  is  contained  in  MOM  Chapter  2-1200. 
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